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ABSTRACT 



Although all public schools could be eligible for federal 
funds under Elementary and Secondary Education Act (ESEA) and Individuals 
with Disabilities Act (IDEA) programs, concerns have been raised about 
whether charter schools are receiving an equitable share of these federal 
funds. This report describes: (1) how federal Title I and IDEA funds are 

distributed to charter schools, and the opinions of charter- school operators 
on whether the distribution is equitable; and (2) which factors appear to be 
facilitating and impeding charter schools in accessing these funds. The 
report presents the preliminary findings of an ongoing research project 
involving case studies in seven states and a telephone survey of a 
representative sample of charter schools in those states. At the time of 
publication, 30 out of 50 telephone surveys had been completed. The 
preliminary results suggest that states are allocating federal funds in much 
the same manner as they allocate funds to traditional public schools. Most 
charter- school operators believed that they received an equitable share of 
federal Title I and IDEA funds. Barriers to accessing Title I and IDEA funds 
include a lack of enrollment and student-eligibility data, the time and cost 
involved in applying for funding, and the need for training and technical 
assistance. Appendices contain data on charter schools operating in school 
year 1996-97 in selected states, and on charter-school states and the number 
of schools operating in school year 1996-97. Four tables are included. (LMI) 
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Charter Schools: Issues Affecting Access to 
Federal Funds 



Mr. Chairman and Members of the Subcommittee: 

We are pleased to be here today to discuss charter schools’ ability to 
access federal funding — specifically, categorical education grant funds. 

Charter schools are a rapidly growing phenomenon, offering a new model 
for public schools. This model is intended to address a variety of concerns 
about our educational system, including unresponsive school district 
bureaucracies, restrictive rules, limited choices among types of public 
schools, and a lack of accountability for student performance. Charter 
schools are generally designed to operate with more autonomy than are 
public schools. In exchange for varying degrees of autonomy from state 
and local rules and regulations, charter schools are held accountable for 
meeting the terms of their charters, which include achieving stipulated 
academic outcomes. Schools that do not meet the terms of their charters 
face having their charters revoked. 

While public schools are primarily financed with state and local revenues, 
the federal government provides several billion dollars annually to assist 
public schools in educating our children. For example, during fiscal year 
1997, the federal government will provide over $7 billion under title I of 
the Elementary and Secondary Education Act to help schools provide 
additional services to disadvantaged children to help close the 
achievement gap that exists between them and their wealthier peers. In 
addition, under the Individuals With Disabilities Education Act (idea), the 
federal government helps schools pay for the additional costs incurred in 
providing a free, appropriate public education to disabled children. This 
year, the federal government is making $3.5 billion available for this 
program. While all public schools could be eligible for funds under these 
programs, concerns have been raised at recent congressional hearings 
about whether charter schools, as public academic institutions, are 
receiving an equitable share of these federal funds. 

Today, I would like to discuss (1) how federal title I and idea funds are 
distributed to charter schools, and the opinions of charter school 
operators on whether the distribution is equitable, and (2) what factors 
appear to be facilitating and impeding charter schools in accessing these 
funds. My discussion today is based on preliminary results of the ongoing 
study of these issues that we are conducting at your request. We are 
conducting case studies in seven states 1 and a telephone survey of a 
representative sample of charter schools located in these states. These 



'The states are Arizona, California, Colorado, Massachusetts, Michigan, Minnesota, and Texas. 
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states accounted for 91 percent of the charter schools operating during the 
1996-97 school year. To date, we have completed about 30 of 50 planned 
telephone surveys of charter schools. Because of the sampling 
methodology used, our results cannot be applied to the 9 percent of 
charter schools that operate outside our sample states. 2 

In summary, title I and idea funds are allocated to schools that meet 
established federal, state, and local demographic criteria. These criteria 
relate to the number of enrolled children from low-income families and the 
number of enrolled children with disabilities that require special education 
services. Although most public schools receive funding under these 
programs, some public schools — including some charter schools — do not 
meet eligibility criteria and, as a result, do not receive funding. Our 
preliminary work suggests that states are allocating federal funds to 
charter schools in much the same manner as they allocate funds to 
traditional public schools. In general, states either treat charter schools as 
individual school districts or as components of existing districts. Although 
charter schools treated as school districts avoid having to meet additional 
criteria used to distribute funds beyond the district level, our survey 
results thus far indicate that these schools were no more likely to have 
received title I and idea funds for the 1996-97 school year than were 
charter schools treated as components of existing school districts. Most 
charter school operators we surveyed who expressed an opinion told us 
that they believe they received an equitable share of federal title I and idea 
funds. 

While charter schools do not appear to be at a disadvantage in terms of 
how federal funds are allocated, our survey has revealed a variety of 
barriers that have made it difficult for charter schools to access title I and 
idea funds. These factors include, for example, a lack of enrollment and 
student eligibility data to submit to states before funding allocation 
decisions are made and the time required and the costs involved in 
applying for such funds, given the amount of funds available. In addition, 
some charter schools have failed to meet statutory eligibility requirements 
for receiving federal funds. Charter school operators most often cited 
training and technical assistance as factors that facilitated their accessing 
title I and idea funds. On the basis of survey responses, some states appear 
to be making a comprehensive effort to inform charter schools of the 
availability of federal funds and how to apply for them. For example, 
charter school operators in Arizona told us that their state department of 



2 App. 1 shows the number of schools (1) operating in each of the selected states, (2) included in our 
sample, and (3) responding to our survey. 
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education notifies them of funding opportunities and application 
requirements. Charter school operators in other states told us that they 
received technical assistance from local school districts, while other 
charter school operators employed consultants to assist them. 



Background 



Charter schools are public schools that operate under a state charter (or 
contract) specifying the terms under which the schools may operate. They 
are established under state law, do not charge tuition, and are 
nonsectarian. State charter school laws and policies vary widely with 
respect to the degree of autonomy provided to the schools, the number of 
charter schools that may be established, the qu alifi cations required for 
charter school applicants and teachers, and the accountability criteria that 
charter schools must meet. 

Since 1991, 29 states and the District of Columbia have enacted laws 
authorizing charter schools. In school year 1996-97, over 100,000 students 
were enrolled in nearly 500 charter schools in sixteen states and the 
District of Columbia. Most charter schools are newly created. According to 
the Department of Education, of the charter schools operating as of 
January 1996, about 56 percent were newly created, while about 
33 percent were converted from preexisting public schools and about 
11 percent were converted from preexisting private schools. 3 Appendix II 
shows the states that have enacted charter laws, and the number of 
charter schools in operation during the 1996-97 school year, by state. 

Both the Congress and the administration have shown support for charter 
schools. For example, in amending the Elementary and Secondary 
Education Act in 1994, the Congress established a grant program to 
support the design and implementation of charter schools. In addition, 
under the Goals 2000: Educate America Act, states are allowed to use 
federal funds to promote charter schools. The administration proposed 
doubling the roughly $50 million made available under the new charter 
school grant program in fiscal year 1997 to $100 million for fiscal year 
1998. Finally, in his 1997 State of the Union Address, the President called 
for the establishment of 3,000 charter schools nationwide by the next 
century. 

In January 1997, the Congress began holding a series of hearings in 
Washington, D.C., and around the country to explore the effects of various 
education reform efforts. Among other reform efforts, the Congress has 



3 Not all states allow private schools to convert to charter status. 
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